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FSA Has Minimal Impact on Social Security

Because payments to the Flexible Spending Accounts and benefits
premium payments under the Premium Option Plan are not subject to
Social Security deductions, some members opt not to participate in

Tax$ave because it would reduce their Social Security benefit.  This may not
be a good financial decision.

For example, consider an employee who retired in 1998 at age 65 and whose
wages had been at the maximum wages subject to Social Security deductions.
Upon retirement, this individual’s monthly Social Security allowance was $1,343.
If the same person had been contributing $2,000 a year to a Flexible Spending
Account for the last 10 years of employment, the tax savings would amount to
$353 – $653 per year (depending on the person’s tax bracket).

By contrast, the subsequent reduction in Social Security wages would have
produced a monthly Social Security allowance of $1,335, a difference of $8 per
month ($96 per year).

Compare the two, and you can decide for yourself if this is reason enough to
choose against saving on taxes now!
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Commuter Tax$ave Program

Tax savings on commuter mass transit and parking expenses are
available anytime of the year as a separate benefit to State employees
under the Commuter Tax$ave Program, administered by TransitCenter,

Inc. See Fact Sheet #67, Commuter Tax$ave Program, or contact TransitCenter
at 1-877-440-4407 for details.

Tax$ave, Civil Unions, and Domestic Partners

State employees are able to add a civil union partner or same-sex domestic partner to their SHBP medical and
dental insurance coverage. However, before any payroll contributions or premiums that the employee pays for a
partner can be made on a pre-tax basis under the Tax$ave Premium Option Plan, the civil union partner or

domestic partner must be able to qualify as a “tax dependent” of the employee for federal tax filing purposes under
Internal Revenue Code Section 152.

Similarly, the civil union partner or domestic partner must qualify as the employee’s tax dependent before an out-of-
pocket medical expense incurred by the partner can be reimbursed under the Unreimbursed Medical Flexible Spend-
ing Account.  See IRS Tax Topic 354 - Dependents for additional information on the requirements for establishing
dependent status for federal tax purposes.

If the civil union partner or domestic partner is not a “qualified tax dependent” of the employee, any premium deduc-
tions made for the partner’s coverage must be made on an after-tax basis and funds in the Unreimbursed Medical
Spending Account cannot be used to cover the partner’s medical expenses.

Additional information about the New Jersey Civil Unions can be found in Fact Sheet #75, Civil Unions.  Information
about New Jersey Domestic Partners can be found in Fact Sheet #71, Benefits Under the Domestic Partnership Act.
Both fact sheets are available on the Division of Pensions and Benefits Web site: www.state.nj.us/treasury/pensions

Children Age 23 to 30

Chapter 375, P.L. 2005, permits continued SHBP medical plan coverage for certain children until their 30th birthday.
Contributions or premiums that an employee pays for coverage of an over age child cannot be made on a pre-tax
basis under the Tax$ave Premium Option Plan, nor can an out-of-pocket medical expense incurred by the over

age child be reimbursed under the Unreimbursed Medical Flexible Spending Account, unless the child qualifies as a
“tax dependent” of the employee for federal tax filing purposes under Internal Revenue Code Section 152.

See IRS Tax Topic 354 - Dependents for additional information on the requirements for establishing dependent status
for federal tax purposes. For more information about continued coverage for children age 23 to 30, see Fact Sheet #74,
SHBP Coverage of Children to Age 30 Under Chapter 375.


